In recent years, Chinese enterprises' overseas mergers and acquisitions have become increasingly active. The method of overseas mergers and acquisitions can be regarded as a low-cost and good-effect way for the growth of Chinese enterprises, except their own accumulations. However, compared with the firms in western countries, Chinese enterprises' overseas mergers and acquisitions can be affected by three factors: the ownership of acquiring enterprise, the types of target industries and the previous experience. In addition, Chinese and foreign scholars do not have a consistent conclusion for the enterprises' performance, which is after their overseas mergers and acquisitions. Therefore, the study of the influential factors for Chinese enterprises' overseas acquisitions is useful to the practice. This paper firstly analyzes the theoretical background of influential factors for the performance of overseas mergers. Then, this paper tests the three hypotheses of the influential factors. At last, this paper puts forward some effective suggestions.
PUBLIC INTEREST STATEMENT
Since ancient times, the Eastern and Western societies have been curious and explored for each other. The communication between the East and the West includes diplomacy, language, art, life style, science and education. Nowadays, influenced by global integration and other world economic organizations, frequent economic cooperation between East and West enterprises becomes an important form of social communication.
Overseas acquisition of enterprises is an active pursuit of internationalization for the East and the West, and also an important channel for enhancing understanding about each other.
This paper analyzes the performance of Chinese enterprises in overseas acquisitions, and finds that compared with Western enterprises, overseas acquisitions of Chinese enterprises are affected by three factors: ownership, target industry type, and past experience. This paper is conducive to better understanding of the problems existing in overseas acquisitions, and to promote international trade, market economy and the communication between the East and the West.
Introduction
Although there were traumatic economic events in 2011 and continuous challenges in the banking sector and the Eurozone, the 2012 grant Thornton business report, investigated 12,000 enterprises in 40 economies. Its result indicated, the enterprises worldwide had a stronger interest on mergers in 2011 (34%), which was more than that in 2010 (26%) (Mike, 2012) . All around the world, there are many enterprises building their acquisition plan to increase the profit in the next three years. Meanwhile, those enterprises in the US and Canada account for the largest proportion in their domestic enterprises. What follows is the mainland Europe, which displays an increasing expectation in merger and acquisition, especially in France (34%) and Germany (18%). In addition, the above results of BRIC economy fluctuate over the past five years, but there are increasing acquisition activities because more and more cooperations come out between BRIC countries and other countries.
The research of Chinese firms' overseas acquisition in 2011 from PSW demonstrates that Chinese enterprises' overseas acquisition activities increase in scale over10% and in quantity over 12% in comparison with 2010, which peak up at all-time highs. Then, the international acquisitions of resources and energy industry are still dominant. But because Chinese firms continue to introduce foreign advanced process, technology and intellectual property, the overseas acquisitions of consumer goods and industrial goods are also developing rapidly. In addition, Chinese enterprises are active to look for opportunities to introduce advanced technology and brand to develop their own strength. As a result, in 2011 the number of Chinese firms' international acquisitions, which are in North American and Europe, is close to half of the total of Chinese firms' cross-board takeovers.
The influential factors for the performance of Chinese firms' overseas acquisitions are assumed to be ownership of the acquirers, the types of target industry and previous acquisitions' experience. Firstly, although the state-owned enterprises can get the support from Chinese Government, especially financial support, government intervention can lead to the host countries' dissatisfaction (Zhang & Haico 2011) . From the view of Western countries, it is hard to understand Chinese stateowned firms' operation (Zhang & Haico 2011) . Secondly, the types of target industry can affect the performance of the international takeovers because host countries relate their own security to some sensitive-resource industries. The politics is playing an more important role in the overseas mergers and acquisitions because many acquisitions are not solely dependent on financial rationales. A host country will restraint an acquisition, which is likely to impact on its own country's security. Thirdly, previous experience of international acquisition will be benefit to trade promotion. The accumulation of experience in solving different problems, which the companies face after previous trades, can increase the possibility of success (Dikova, Sahib, & van Witteloostuijin, 2009 ).
At present, the research of the performance of overseas acquisition mainly uses listed company as research samples. As the listed company's mergers can affect their stock price and financial index, the mainstream research methods are divided into two kinds: one kind is the investigation of stock price changes named "Event study"; another kind is "financial index method," which is the investigation of financial index changes. The relevant research only uses one method of event study or financial index method, and the analysis of the performance of the acquisitions always separates risk from performance. In fact, the short-term and long-term performance and financial risk of enterprises' international acquisitions are closely related, and they should be considered when making decisions of overseas acquisitions. Therefore, this paper comprehensively uses event study and financial index method in the performance analysis, which is to make up for the shortage of the existing research methods. This paper combines event study and financial index method to find those factors, which affect the performance of Chinese international takeovers. In this paper, the analysis of short-term performance of Chinese firms' overseas acquisition uses event study, which applies CAPM model to the evaluation of short-term performance. Then, the analysis of long-term performance and risk uses financial index method: the analysis of long-time performance uses Tobin's Q value model to evaluate the enterprise's value after merger and acquisition; another one using Z value model to research the risk of bankruptcy that acquirer faces.
Literature review

The review of foreign scholars' researches in the acquisitions' performance
In general, the company can improve the efficiency of management through acquisitions, thus it is able to improve the company's return on assets. Dodd and Ruback (1977) through the analysis and research of the 172 typical acquisition events during [1973] [1974] [1975] [1976] found that: no matter a takeover is success or not, in the first 13 months of the acquisition events, acquirer' shareholder can get quite significant positive abnormal return, and the target company can also get a significant positive abnormal return in the event day. However, the results of the study (Agrawal & Jaffe, 1992) show that the performance of the firms became worse after mergers and acquisitions. Langertieg (1978) stated that the performance of the company didn't get markedly improvement after the merger, although the shareholder in the enterprise, which was merged, obtained significant abnormal earning, whether in the short-time window, 3-5 days before or after acquisition, or in the long-time window, 3-5 years before and after the acquisition, the shareholders' wealth in acquisition enterprise decreased significantly (Jensen & Ruback, 1983) . Jarrell and Poulsen (1989) through the analysis of the 663 cases of successful mergers during , found that the target company's average excess return was more than 20%. But, the excess return of acquiring companies were only 1.14%, and the excess return of acquiring companies in 1980s shows that the excess profits was even negative (−1.1%).
From that, it shows there is no unanimous conclusion in the economic performance of acquisition, and synergistic effects hypothesis is in a huge challenge. Therefore, some new theories which can explain the poor earning performance of the acquirers after the mergers come into being, including Roll's Hubris Hypothesis, Jensen's free cash flow hypothesis, and Shleifer and Vishny's arbitrageur Hypothesis. Bruner (2002) pointed out that the mainstream of current research in the performance of merger and acquisition was the method of empirical research, it included event study, accounting index method, clinical diagnosis research, and questionnaire survey method. Among the four methods above, the former two are the main methods in the international academic researches in the performance of firms' mergers and acquisitions.
Event study can be dated back to the 1930s, but its completion and widely application are after the reports of Ball and Brown (1968) and Fama (1969) which are the empirical researches on accounting earnings report's usefulness for market and the effectiveness of the research on the stock market. Event study has developed into a mainstream method to the value of acquisition which measures the performance of the event through investigating the abnormal returns produced in the acquisition event.
For the research method of financial indicators, its basic idea is to use the financial statements and accounting data, business performance's evaluation standards with net revenue, net assets income rate, liquidity ratio, and earnings per share as well as the change of the performance before and after the acquisition to measure the merger and acquisition's performance. Many scholars try to use financial data to test the hypothesis about the value of mergers and acquisitions. King (2002) pointed out that even it use the internal financial data which are return on investment, income growth, and yield per share to assess the merger and acquisition is success or not, this approach is flawed.
As for some achievements about the acquisition's performance Western scholars made, Bruner (2002) had set up a summarization on these research results in the Journal of Applied economics: the two methods these scholars apply to study the cases of mergers and acquisitions are mentioned above: event study and accounting index method. The content of summarization includes: the earnings of target company's shareholders in acquisitions, the earnings of acquiring company's shareholders in acquisitions, and the comprehensive income of target company and acquiring company's shareholders in takeovers.
Acquisition can bring the abundant benefits to target company. Generally speaking, the average excess yields are from 10 to 30%. Jensen and Ruback (1983) reviewed 13 articles about the acquisitions completed in United States in 1970s, and found that the target companies' shareholders obtained the excess profits around 20 to 30% in the successful takeovers. Schwert studied 1814 takeovers in 1975-1997 and concluded that: in the event window period, the cumulative average excess return of target company's shareholders was 35%. Bruner (2002) summarized other scholars' relevant 21 studies in the benefits of target company's shareholder obtained from takeovers. Generally speaking, the average excess yield of target company's shareholders is range from 20 to 30%.
The review of Chinese scholars' researches in the acquisitions' performance
In China, there have been quite a number of scholars who examine the value creation from Chinese enterprises' acquisitions. Their researches are also the applications of event study and financial index methods in the studies of the takeovers' performance. In some degree, the amount of the scholars who use financial index method is more than the amount of scholars who use event study method.
In the field of event study: Chen and Zhang (1999) studied the listed companies' mergers and acquisitions in 1997, and the results showed that from 10 days before the acquisition's announcement to 20 days after the acquisition's announcement, although the acquiring companies' accumulative abnormal returns increased, there was no significant difference between statistics results and zero. Yang, Cai, and Liu (2000) used Chinese firms' international mergers which happened in 1998 as a sample to study, and found that there is a significant excess profit in the announcement window (40, + 20) . Yu and Yang (2000) , studied some acquisitions happened in Shanghai and Shenzhen in 1993-1995 , and analyzed the changes in the value of both target company and acquiring company. Their conclusion showed that: in the takeover, the target company's value increase, but the acquiring company's value do not increase or decrease, basically remain unchanged. Therefore, the target company obtained the excess rate of return in acquisition, but acquirer did not benefit from takeover. Li and Chen (2002) applied the method of event study to analyze the acquisitions in Shanghai and Shenzhen in 1999-2000 , and the empirical result is: takeover can bring about significant increases in wealth to target company's shareholders, but the effect of wealth for target company's shareholders is not significant. Sun and Li (2003) inspected the 133 large acquisitions by China's listed companies from 1997 to 1999, results showed that the average excess profits of listed company's shareholders obtained is 18.89%. Liang (2002) stated that: "Chinese companies' merges do not bring the enhancement of the enterprises' efficiency and China's stock market is not an effective market; Market react coolly to Chinese companies' mergers and acquisitions and there is no positive evaluation in market." To some extent, it states the limitations of event study.
In the field of financial index method: Yuan and Wu (1998) indicated that the acquiring companies' asset-liability ratio declined in the first year after the acquisitions, and all of the rest index rose. There is a relationship between index's variations and the way of reorganization. However, Sun and Wang suggested that the transfer of equity has an obvious effect in improving the business status of listed companies, but overseas acquisitions do not obviously improve the business status of the listed company. Both of them use the samples in 1997 to research, but they obtain contrary conclusion. The main cause is that the researches' samples and the selection of financial index are different.
In view of the influence of achievements in different ways of acquisitions, many scholars also conducted a number of researches. Guo and Wu thought that mixed acquisitions had obvious effect to improve the listed company's operating conditions, vertical merger' effect is not apparent, and horizontal mergers worsen the listed company's performance. Feng and Wu (2001) showed that the value of horizontal merger is better than that of mixed acquisition, and the worst one is vertical merge. Before the acquisition, the proportion of listed company's largest shareholder was positively correlated with the first-year's performance. Fang and Yan (2002) stated that the horizontal merger's performance decline in narrow, and the overall performance increase; Vertical merger's performance has a decrease in the period of expansion; Mixed acquisition's performance has a significant decrease in the first year, but in the second year it increase obviously.
Summary
In summary, foreign scholars tend to use the method of accounting research to study the long-term performance in enterprises' mergers. It is not formed a clear and common conclusion in the existing researches, and there is no index model which is able to completely describe the evaluation of merger's performance. In addition, as the selection method, time and standard of the sample are different, the conclusions are also different. Bruner (2002) indicated that the event study and the accounting index study which are used to measure the acquisition's performance have their own research approach and index system of performance evaluation, so it is hard to avoid their own advantages and disadvantages. Of course, for the shortcomings of these two empirical methods in evaluating acquisition's performance, it mostly belongs to the technical aspect, and many scholars make a lot of improvement. It is said that the different conclusions in the empirical research on takeover's performance, which to some extent are attributable to the lack of unified ideas of empirical research, the methods of empirical research and the index system performance evaluation, which cause the scholars obtain different conclusions from different approaches, empirical methods, and samples of researches. Franks, Harris, and Titman (1991) found that there was a significant correlation between the changes of stock price after acquisition and baseline period. When using the same weighted index, it will get a negative income after acquisition. However, when using the different investment combinations, it has no significant abnormal income, and when using the value weighted index, the enterprise's performance improved dramatically after acquisition. Through the comparison of the research results in literature review, it is found that takeover's performance depends on the selection of research methods. Langertieg (1978) stated that when adjusting the right to manage the company in the same industry, the abnormal returns have no significant improvement after the merger. Magenheim and Mueller discovered that the performance of the merger decreased. However, Bradley and Jarrell used different method in the same sample, and found that acquisition's performance did not significantly reduce after 3 years . These researches show that, for the same sample, if it use different methods for performance measure can come to different results.
Therefore, it is lack of objectivity only using one paper's result as criterion of the acquisition. The judgment of takeover's performance in a certain period need analyze from different angles, including choosing different samples and using different methods. Through a lot of literature review, many scholars believe that the company's overall business performance after the mergers will be improved. Although the performance of acquiring company either increase or decrease after acquisitions, the target company's performance increase after the takeover.
No matter using what kind of methods and ideas in researches, Chinese scholars do not have a clear conclusion, and their researches also exist some defects: first of all, the time of study is too short, and it does not indicate the long-time influence for the performance of enterprise's merger. Secondly, the selection of evaluation index on long-term performance is relatively single, and it does not take the influence from no-financial indicator into account. Whether using event study or financial index method, there are divergences in the empirical study of the company's operating performance after the merger which obtains the similar conclusion with foreign studies. In general, most results show that some enterprises' mergers and acquisitions promote the company management's performance, some enterprise mergers and acquisitions lead to the deterioration of the company's business performance, and some enterprises' merger and acquisition do not significant improve the business performance of the company. Because these researches' methods are different, the choice of sample is the main factor which determines the different results.
Theoretical background and hypotheses
Ownership of acquiring company
According to the basic idea of the institutional economics, the property right is important to social and economic, so that ownership can be thought as an important factor, which affects the host country's social system (North, 1991) . As the state-owned enterprise in overseas acquisition plays an important role and Chinese state-owned enterprises' ownership has a close relationship with the host countries' system, this paper focuses on analyzing the influence of state ownership in international acquisition. In previous Chinese state-owned enterprises' overseas takeovers, there are many thought-provoking cases. These failures let people think about the problems that Chinese state-owned enterprises came across in overseas acquisition. Although Chinese state-owned enterprises have financial advantage (Support from Chinese Government), solid strength, and competitiveness in overseas purchase, success or failure of the international acquisition is also determined by the reaction of the target country on all aspects. The support, which Chinese state-owned enterprises obtained from their government in overseas acquisition, can lead to the host countries' political concern, and it is also vulnerable to be charged with unfair competition. As a result, in the consideration of national security and to protect their local enterprises, the departments of examination and approval in host countries refuse to approve Chinese state-owned enterprises' application for merger and acquisition. For Western countries, the transparency of Chinese state-owned enterprises has always been questioned. They think, Chinese state-owned enterprises are often aiming at achieving political goals from Chinese Government, instead of making the best use of resources (Antkiewicz & Whalley, 2007) . To sum up, the uncertainty and complexity of merger and acquisition for Chinese state-owned enterprises are becoming significant.
The negative reaction of host countries for Chinese state-owned enterprises varies with the different social system. Social system is a broaden concept, which can be analyzed from the level of marketization and the level of democratization. Firstly, in the market economic system, the government's intervention for the market is very limited, and private ownership is a kind of extensive ownership, which is highly accepted by the public. But under the planning economic system, the government's intervention is common, so that state-owned enterprises enjoy various priority. As a result, in a country with a higher degree of marketization, state-owned enterprises will face more pressure than in a country with a lower degree marketization. Secondly, the democratic society implements multi-party system, so in their society there is some bias perspectives of the leadership of the Communist Party of China. In countries with high democratization, the behaviors of the stateowned enterprises are often thought as a representative of their government or party, the acquisition of Chinese state-owned enterprises is often seen as a political action or a global-expansion tool of Chinese Government, and it is very hard to succeed.
Hypothesis 1: The private enterprises perform better than the state-owned enterprises, which means the private enterprises have a higher excess rate of return, a higher Tobin's Q ratio and a higher Z-score.
Types of target industry
From the view of industry, the industrial properties have a direct influence on the establishment and implementation of enterprise' strategy (Porter, 1980) . But the internal interaction between social system and industrial property can also affect the implementation of the enterprises' strategies. In practice, a successful process of acquisition is not completely determined by the market. In most countries, acquisition should be authorized by the examination and approval department. According to the analysis of Bittlingmayer and Hazlett (2000) , the approval procedure has three main motives: private profit, bureaucratic interest, and rent-seeking of the government. But for Chinese enterprises' overseas acquisition, there is another important motive, which is national security. Many countries have regulation to limit foreign investment in some sensitive industries (Including the energy and other scarce resources products, military products, important infrastructure, and so on) besides the competition law. For these non-market factors, which should be considered, the examination and approval departments often prevent this target industries' acquisition from overseas, which is to maintain national security and protect local enterprises. Chinese enterprises' overseas acquisition is always affected by various non-market factors. The most outstanding one is the acquisition in energy industry, in which the government always makes Chinese overseas acquisition unsuccessful.
There are two problems of Chinese overseas acquisition in resource and energy industries. Firstly, political risk has been a sensitive and complex problem in international takeovers, especially in the acquisition of strategic resources and energy industries. Besides, "China threat theory" has been widely spread all over the world. Political risk generally includes: the target country's political stability, the target country's policy risk, the relation between target country and the country of purchase, the opening level of the target country's market, the intervention from related interest group, the intervention from the third country, and so on. As Chinese enterprises' overseas acquisitions are often related to the host countries' national security, these takeovers are imposed by strict supervision from the host countries' government. Some acquisitions' plans are not able to pass the host countries' censorship. The failure of CNOOC buying American oil company is an evidence for national security problem in strategic resources. Secondly, resource-based enterprises' overseas merger and acquisition should pay much attention on the behavior of their opponent. The competitors can come from the host countries' domestic enterprises, or can be some international competitors. As the takeovers in resource and energy industries need a large amount of money, these opponents have solid strength and good preparation. As a result, the resource-based enterprises' international takeovers face more pressure than those enterprises in other industries.
Hypothesis 2:
The performance of energy and sensitive-resource industries' takeovers are worse than other industries, which means that the acquisitions in energy and sensitiveresource industries have a lower excess rate of return, a lower Tobin's Q ratio and a lower Z-score.
Acquiring company's experience
The organizational routine, which stemmed from the experience of organization, was the core concept in the theory of behavior study (Levitt & March, 1988) . Routines were programs of action, which reflected the prior organizational experience with a specific task (Nelson & Winter, 1982) . The routines were under inertial pressures once they were formulated through experience (e.g. Szulanski, 1996) . The literature of organization provided sufficient evidence, which indicated that more experience the organization's members had in a specific strategic action or direction, they were more likely to repeat it (e.g. Amburgey, Kelly, & Barnett, 1993) . Routines sometimes even replaced the formal strategic decision-making rules by calculation, because it become a source of competitive advantage and often played a key role in the establishment of a firm's strategic choices (March, 1999) . A company can become competitive and professional in a certain routine when it accumulated abundant experience in this routine. Coming to the acquisition, Amburgey and Miner (1992) met the strategic dynamic parameters. Specifically, they reported that the acquirers were more likely to make the same acquisition in their familiar fields. Also, Baum and his co-author (2000) stated that previous experience is important for the future overseas acquisition in the study of the Canadian nursing home chains.
Firms' previous experience can be identified as an important factor in acquisition activity (Hitt, 1998) . Although there were no the two same acquisitions, the takeovers' process were similar. As for that previous experience is beneficial, there were two main reasons. First of all, most processes always repeated, and the company must learn new skills through previous experience. Secondly, the enterprises will know more about problems through previous acquisition, such as integration and cultural problems, so the former experiences are lessons from the past mistakes. Haspeslagh and Jemison (1991) indicated the acquisitions' similarity, through the capital appropriations of standardization and disciplines in company's decision-making process. They (1991) also highlighted takeovers' differences, such as their sporadic properties, general manager experience, and the opportunistic nature.
Hitt (1998) also pointed out that two thirds of successful companies in acquisition had quite a lot of experience in the change of prior takeovers. The accumulated experience from complicated situations made the company become more flexible and more capable in dealing with a new acquisition. Hitt (1998) also found that careful and deliberate choices and behaviors in the negotiations with the target company were crucial, because they reduced the payment of the premium's possibility. This skill was undoubtedly obtained after previous experience of acquisitions. Experience itself was not enough to ensure the success of takeover (Finkelstein & Haleblian, 2002 ). An important practical experience was a key factor of the acquisition's success which the firm should learn. Haspelagh and Jemison (1991) thought when the company had formal acquisition review mechanism in place, it can learn the previous experience. The enterprises' learning abilities were also influenced by the experience of prior takeovers (Finkelstein & Haleblian, 2002) .
Hypothesis 3:
The performance of an experienced acquirer is better than one without experience, that is to say, the experienced acquirers have a higher excess rate of return, a higher Tobin's Q ratio and a higher Z-score. The data, which are the stock price of the eight companies and the market index of Shanghai Composite Index, Shenzhen Index, Hang Seng Index and NASDAQ Index, are obtained from yahoo finance. Then, the financial index of these companies is obtained from annual reports of these companies.
Data
Based on the hypotheses above, the data will be divided into three groups and each group has four samples, with a variable and the other two constants. For example, in group one, the variable of ownership changes between state-owned enterprises and other firms, at the same time, the constants of industry and experience remain unchanged. In group two, the variable is industry, while the constants are ownership and experience. In group three, experience is the variable and the other two constants are ownership and industry (Table 1) . The three groups are as follow.
Methodology
The evaluation of short-term performance in Chinese firms' overseas merger and acquisition
The event study of excess return, which based on the CAPM model, is mainly used to research on the influence from the listed company's information disclosure on its share price. This paper applies this method to evaluate the short-time performance in Chinese firm' overseas acquisition, through the investigation in the company's average or accumulated excess earnings in the window period, which is a certain period before and after the announcement of Chinese firm's overseas takeover. For the calculation of abnormal return, basically there are three methods including constant mean income model, market-adjusted model, and market model. Previous studies using the three methods show the market-adjusted model is more reasonable than other two models, and it is also applicable to Chinese current market environment. This paper agrees to the above viewpoint, so this paper uses the market-adjusted model to calculate the market's abnormal returns.
The steps are as follows: first of all, according to the CAPM model calculate the normal rate of return of listed companies' stocks.
In the formula (1), the R it is the company I's rate of return in t day. The rate of return per day is equal to the natural logarithm of P i /P i−1 . P i is the closing price in the I day, and P i−1 is the closing price in the I-1 day. R ft is the risk free rate. R mt is the market index returns, using the Shanghai stock exchange index, shenzhen stock exchange index, the hang seng index, and the nasdaq index to calculate the index returns in different samples. Market index return equal to the natural logarithm of I i /I i−1 . Ii is the closing index in the I day, and I i−1 is the closing index in the I-1 day.
From the formula (1), Estimated CAPM model can be obtained as follows:
(1) CAPM model is as follows:E(R it ) = R ft + i (R mt − R ft ) In the formula (2), before estimating the model's parameters, make sure that time of event occurrence, event window period and normal valuations period in Chinese firm's overseas acquisition. In general, the time of event occurrence uses the data, which is for the first time of overseas takeover's announcement, as the base data. The window period is the period before the firm's acquisition event. In the past, there are many different perspectives of the study how to determine the event window period. The event window period in this paper is [−4, 4] , and this paper holds that four trading days before and after the first time, at which the company announce the overseas acquisition, can make a reasonable evaluation for market's reaction to the acquisition. It can reduce the influence of short-term speculative trades.
Normal valuations period is a period, in which the company's share price is not influenced by its acquisition event, so it generally selects the period before the announcement of the acquisition. This paper selects 50 trading days before the announcement of the acquisition as the normal valuations period, and this paper holds a perspective that, 50 trading day before the announcement of the acquisition can reflect the influence of short-term performance of company's overseas takeover to the largest extent. According to the data of listed company's share price in normal valuations period, apply the formula (2) in every sample, and obtain α i and β i . Thus, the normal rate of return E (R it ) of listed company's stock in window period can be calculated as follow:
Secondly, on the basis of normal rate of return, calculating the excess rate of return of the list company's stock. The calculation formula of daily excess return calculation is:
The calculation process of the abnormal return as in Equation (4) is as follow:
ICBC (Rit = 0.00006 + 0.44053Rmt)
Date
Closing price The natural logarithm of P i /P i−1 In formula (4), AR it is the excess return of company I in t day. R it is the actual rate of return of company I in t day. E (R it ) is the normal rate of return of company I in t day. According to the formula (4), the daily abnormal rate of return in [−4, 4] can be worked out and then total excess rate of return in each firm can be calculated. This paper compares each company's total excess rate of return, and the higher the excess rate of return, the better the short-time performance of firms' overseas acquisition.
Stock exchange index
The evaluation of long-term performance in Chinese firms' overseas mergers and acquisitions
After the firm's overseas takeover, event study method can only reflect the short-term performance's influence in the window period, and it cannot reflect the influence on firm's long-term performance. This paper uses modified Tobin's Q ratio to analyze the firm's long-term performance after acquisition.
Tobin's Q ratio is defined as follow: Tobin's Q ratio = the company's market price/company's replacement cost. If a company's Tobin's Q ratio is larger than 1, it indicates that the market value of the company is higher than its own replacement cost. If a company's Tobin's Q ratio is less than 1, it indicates that the market value of the company is lower than its own replacement cost. Usually, scholars use the company's book value of the total asset to replace its replacement cost, and the market price is regarded as the sum of common stock's market price and book value of the debt. Then the Tobin's Q ratio=(equity's market price + the book value of long-term debt + the book value of short-term debt) / the book value of the total asset = (equity's market price + the book value of long-term debt + the book value of short-term debt) / (equity's book value + the book value of longterm debt + the book value of short-term debt).
In order to make the Tobin's Q ratio reflect the performance of Chinese listed company better, this paper modifies Tobin's Q ratio in consideration of the reality of Chinese listed firm.
First of all, all the shares of Chinese listed companies before 2004 are divided into tradable and non-tradable shares, and non-tradable shares are divided into state-owned shares and corporate shares. By the end of 2004, state-owned shares and corporate shares mainly use non-marketable trading, including the agreement transfer, auction, collateral and equity investment, and the principle of their valuation bases on the listed company's net asset per share. Therefore, this paper holds that it is fair to use the listed company's net asset per share instead of non-tradable share's market price.
Secondly, tradable shares are divided into A stocks, B stocks, H stocks, and other foreign stocks. As the price of H stock and other foreign shares is close to the net asset per share in long term, this paper still uses net asset per share to stand for the market price of H stocks and other foreign stocks. Then, the original formula is modified as follow:
Tobin's Q ratio = the company's market price/company's replacement cost = (negotiable market value at the end of the year + non-tradable shares account for the amount of the net assets + longterm total liabilities + short-term total liabilities) / total assets at the end of the year.
In the modified Tobin's Q ratio: negotiable market value at the end of the year = negotiable market value in A share + negotiable market value in B shares market value + net asset per share × H shares and foreign shares.
Non-tradable shares account for the amount of the net assets = net asset per share × non-tradable shares.
The evaluation of financial risk in Chinese firms' overseas mergers and acquisitions
This paper holds that the takeover's financial risk not only exists in the period before the acquisition or in the process of the takeover, but also has a significant influence after the completion of the acquisition. Financial ratio analysis combines financial analysis indicators as a whole, and it is able to make a systematic and comprehensive evaluation to the enterprise's financial situation and the state of operation. In 1968, Altman applied multiple discriminated analysis to put forward Z-score which weights five kinds of financial ratio for the sake of making a judgment for the financial risk the listed company faces. This method has been widely used in the prediction of company's financial risk after acquisition. The formula of Z-score is as follow:
In the function (5), X1 = working capital/total assets = (current assets-current liabilities) /total assets, it mainly reflects cash ability of enterprise's asset. X2 = retained earnings/total assets, it mainly reflects enterprise's total profitability. X3 = earning before interest and tax/total assets, it mainly reflects the utilization efficiency of enterprise's capital which creditor and owner invest. X4 = market value of shareholders' equity/total liabilities, it mainly reflects the enterprise's financial structure and the size of the company's value. X5 = current sales' revenue/total assets, it is the turnover rate of enterprise's total assets and mainly reflects efficiency of enterprise total assets. Altman studied and analyzed the Z value model and found that there was an inversely proportion between Z value and enterprise's probability of occurring financial crisis. The small the Z value, the bigger the financial risk enterprises face. According to the past analysis of the statistical data, Altman concluded that an empirical critical value in American enterprise, which is Z = 3.0. If Z value is higher than 3.0, it shows the firm's financial situation is safe. However, if Z value is less than 3.0, it exists enterprise's financial crisis or bankruptcy risk. In addition, Altman studied the firms which were already in bankruptcy and found that an enterprise's Z value less than 1. 8 showed the enterprise had potential bankruptcy. Although the Z value model was initially used in manufacturing enterprises, the test's results show that the model is still available in other types of enterprises. Altman in 2000 revised this model on the base of the original model one:
In the function (6), X1 = working capital/total assets, X2 = retained earnings/total assets, X3 = earning before interest and tax/total assets, X4 = market value of shareholders' equity/total liabilities, X5 = current sales' revenue/total assets. Altman's research using this index showed that the enterprise faced bigger bankruptcy risk when Z value is lower than 1.23, the enterprise's financial situation was relatively good when Z value is greater than 2.90, and the enterprise's business existed financial hidden trouble when Z value was between 1.23 and 2.90. The CAPM model is used in the valuation of the short-term performance of Chinese firms' overseas acquisition, and Tobin's Q ratio is used in the valuation of the long-term performance of Chinese firms' overseas acquisition, and Z-value is used in the valuation of the financial risk of Chinese firms' overseas acquisition. Put the CAPM, Tobin's Q ratio and Z-score in one system, it can obtain a more comprehensive evaluation of Chinese enterprises' overseas acquisitions. Table 2 presents the results of the CAPM model, which are the indicators of Chinese enterprises' short-time performance after international takeovers. Group 1 compares the short-time performance between Chinese state-owned enterprises and Chinese private firms. Group 2 shows the different short-time performance between energy and sensitive-resource industries and other industries. Group 3 indicates the different short-time performance in Chinese firms with previous experience and without previous experience.
Result
In group 1, the total excess rates of return of the two Chinese private companies are greater than zero, but those of the other two Chinese state-owned firms are less than zero. To some extent, it explains Chinese private companies' short-time performance is better than state-owned companies' short-time performance. In group 2, the results between energy and sensitive-resource industries and other industries are volatile and it cannot prove short-time performances of the other industries are better than that of energy and sensitive-resource industries. In group 3, it clearly demonstrates that the short-time performance of the firms with previous experience is much better than that of the firms without previous experience. Table 3 presents the results of the Modified Tobin's Q ratio in three periods before and after Chinese firms' international takeovers, and these results are the indicators of Chinese enterprises' long-time performance after international takeovers. In group 1, it compares the long-time performance between Chinese state-owned enterprises and Chinese private firms. In group 2, it shows the different long-time performance between energy and sensitive-resource industries and other industries. In group 3, it indicates the different long-time performance in Chinese firms with previous experience and without previous experience. In group 1, the results of Modified Tobin's Q ratio are decreasing in the three period times of Chinese state-owned enterprises, but these results are increasing in the three period times of Chinese private enterprises. It demonstrates the long-time performance of Chinese state-owned enterprises' overseas acquisitions is worse than that of Chinese private companies' international takeovers. In group 2, although the results are fluctuating in three periods between energy and sensitive-resource industries and other industries, the magnitudes of other industries are smaller than that of energy and sensitive-resource industries. In some ways, it indicates that the long-time performances in other industries are better than those in energy and sensitive-resource industries. In group 3, it clearly shows that the changes of the Modified Tobin's Q ratio in the firms with previous experience are increasing in long-term, however, those in the firms without previous experience are decreasing in long-term. It demonstrates that the long-time performance of the firms with previous experience is much better than that of the firms without previous experience. Table 4 presents the results of the Altman's Z-Score in three periods before and after Chinese firms' international takeovers, and these results are the indicators of Chinese enterprises' financial risk after international takeovers. In group 1, it compares the financial risk between Chinese stateowned enterprises and Chinese private firms. In group 2, it shows the different financial risk between energy and sensitive-resource industries and other industries. In group 3, it indicates the different financial risk in Chinese firms with previous experience and without previous experience. In group 1, the results of Altman's Z-Score of Chinese state-owned enterprises are declining in the three periods, however, the results of Chinese private firms are increasing in the three periods. It indicates that the financial risk of Chinese state-owned firms is bigger than that of Chinese private enterprises after overseas takeovers. In group 2, both of the results in energy and sensitive-resource industries and other industries are fluctuating in the three periods, but the magnitudes of other industries are smaller than those of energy and sensitive-resource industries, stating that the financial conditions of other industries are better than that of energy and sensitive-resource industries. In group 3, the results of Altman's Z-Score are dramatically decreasing in the firms without previous experience while it shows that the financial conditions of the firms with previous experience are better than that without previous experience.
Conclusion
In the valuation of the performance of Chinese firms' international acquisition, this paper holds the perspective that the effect of financial risk is more important than the other two indexes, and the effect of the long-term performance is more important than that of short-time performance.
Consider the influence of the acquirers' ownership, although the state-owned enterprises can get the support from Chinese Government, especially financial support, government intervention can lead to the host countries' dissatisfaction, and Western countries are hard to understand Chinese state-owned firms' operation (Zhang & Haico, 2011) . The first suggestion is to construct a special capital market for Chinese firms' overseas acquisition. First of all, the policy of overseas acquisition should be shifted from encouraging the state-owned enterprises to carry out overseas mergers and acquisitions to just supporting those high-quality enterprises (Including state-owned businesses, collective enterprises, private firms, and foreign companies) to carry out overseas mergers and acquisitions. Secondly, allow and encourage foreign investment and private enterprises to buy the state-owned enterprises' shares, and then the foreign capital enterprises, Chinese private enterprises and Chinese state-owned enterprises can establish joint venture. Thirdly, construct a capital market system, which has a complete structure and complementary function. Finally, the internationalization of capital market should be promoted actively and steadily. In the process of capital market's internationalization, it must achieve two goals at the same time, which are self-improvement of Chinese domestic capital market and smooth run of the capital market's internalization. The internationalization of Chinese capital market will provide a good social system, which is useful for Chinese enterprises' overseas merger and acquisition. It can eliminate Chinese state-owned enterprises' bad influence from social system background in their overseas takeovers, which comes from the joint venture of foreign capital, Chinese private enterprises and Chinese state-owned enterprises. At the same time, the joint venture enterprises can also bring the previous experience in their future overseas merger and acquisition.
From the results above, it clearly states that Chinese private companies' financial conditions are better than Chinese state-owned firms' financial conditions, and the long-term performance of Chinese private companies is better than that of Chinese state-owned enterprises, and Chinese private companies' short-term performance is better than Chinese state-owned enterprises' shortterm performance. It indicates that Chinese private companies do better than Chinese state-owned business in overseas acquisition, which certifies hypothesis 1 is correct.
For the influence of the types of target industry, consider the impact of the types of target industry, it can affect the performance of the international takeovers because host countries will restraint an acquisition in sensitive-resource industry, which is likely to impact on its own country's security.
The additional suggestion is to study the non-economic risk factors for overseas mergers and acquisitions to cope with these interferences and eliminate negative effects. Because of many noneconomic risk factors, the situations that Chinese enterprises' overseas acquisitions face in different countries and different industries are different. This requires Chinese enterprises to do a comprehensive study of the different situations and make a systemic evaluation of the non-economic interference factors. Enterprises can through the large international investment consulting company and Chinese state-owned enterprises' branches in the target countries to understand target market's political status, legal status, social status, and the credit condition of investment projects, which can avoid participating in the international acquisitions that have a huge political resistance and a lot of legal barriers. Secondly, Chinese enterprises should strengthen communication with host countries, to let host countries' government and the public fully understand the construction of Chinese market economy system, Chinese foreign policy, and Chinese enterprises' self condition, which can eliminate the misunderstanding of Chinese firms by maximum. In addition, Chinese enterprises need to study about how to obtain some help from host countries' international friendly organization and the public for the sake of eliminating the negative influences from various obstructions. And enterprises will promote the process of mergers and acquisitions according to the market rules.
From the results above, it demonstrates that the financial risk of Chinese firms' international acquisitions in other industries is higher than that in energy and sensitive-resource industry, and the long-term performance of Chinese firms' international acquisitions in other industries is better than that in energy and sensitive-resource industry. Although, the short-time performance of Chinese firms' international acquisitions between energy and sensitive-resource industries and other industries do not have obvious difference, it is able to declare that the long-term performance of Chinese firms' international acquisitions in other industries is better than that in energy and sensitive-resource industry, and which proves the hypothesis 2.
Given the impact of the previous acquisitions' experience, the accumulation of experience in solving different problems, which the companies face after previous trades, can increase the possibility of success (Dikova et al., 2009 ).
The last suggestion is to increase the enterprises' experience in the overseas mergers and acquisitions. First of all, Chinese enterprises can establish a database of overseas takeover events, which should include all of Chinese enterprises' overseas merger and acquisition, including failing cases and successful cases. After that, all of these Chinese enterprises, which make a contribution to the database, can share the data in their future overseas mergers and acquisitions. Secondly, Chinese enterprises should look for some similar places from the previous experience of international acquisitions before they carry out a new overseas acquisition. Enterprises should study from previous successful experience and make a good use of them. At the same time, the reference of the similar previous failing cases can avoid the same mistakes in a new acquisition. Finally, because the accumulation of previous experience in overseas mergers and acquisitions is long-term and complex, it needs all Chinese firms, which carried out overseas mergers and acquisitions, to make effective cooperation. Only in this way can they achieve a win-win situation.
From the results above, in short-term performance, in long-term performance and in the valuation of financial risk, Chinese firms with previous experience always do much better than Chinese firms without previous experience. It obviously demonstrates that Chinese firms with previous experience in international takeovers do much better than Chinese firms without previous experience, which certifies hypothesis 3 is right.
In general, the ownership of acquiring company, types of target industry, and acquiring company's previous experience are three of the influential factors in Chinese firms' international acquisition. When the other conditions are keeping the same, Chinese private companies will do better than Chinese state-owned enterprises, and firms in other industries will do better than firms in energy and sensitive-resource industries, and firms with previous acquisitions experience will do better than the firms without previous takeover experience.
